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About

The Value Balancing Alliance (VBA) is a not-for-profit coalition of around 30 multinational
companies committed to driving sustainable value creation and valuing corporate impacts
on nature and society. VBAs mission as a non-for-profit alliance is to jointly create a globally
applicable and comprehensive methodology together with the International Foundation
for Valuing Impacts, Inc. (IFVI) for measuring sustainable value creation - impact
monetization. Impact monetization has been successfully tested over the last fifteen years
by leading companies across regions and industries. It gains more and more traction as a
solution to translate ESG metrics into the language of business (monetization) and turning
the sustainability reporting challenge into a force for value creation. The VBA is pioneering
impact accounting in various collaborations, which contextualizes sustainability data and
translates it into comparable monetary values, reflecting corporate impacts across the
entire value chain.

Company A operates globally in a large industry. Sustainability is a central pillar of Company
As strategy, including efforts to reduce its environmental footprint and a long-term
ambition to achieve net-zero emissions. Due to the sensitive and confidential nature of the
discussions surrounding this topic, the company will be called “Company A" in this case study.

Impact Measurement and Valuation (IMV) - Impact Monetization

IMV is an approach that places a monetary value on the impact of companies in non-
financial areas across the whole value chain. Many leading companies already apply this
approach to transparently evaluate their sustainability performance and embed ESG
considerationsin their business steering and decision-making.

IMV is applied in practice to integrate sustainability into core business, promote decisions
on trade-offs among varied impacts, identify material topics and contextualize information
(VBA, 2023). Beyond financial value creation, IMV links corporate activities to human well-
being by measuring changes in four capitals Natural, Social, Human, and Economic.
Aligned with frameworks like the OECD Well-Being Framework (2020) and Capitals
Coalition (2021), this structure captures both direct and indirect effects on people and the
environmentt.
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Value Balancing Alliance & International Foundation for Valuing Impacts. (2023). General
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Measuring Well-being. OECD Publishing. https://doi.org/10.1787/9870c393-en

Capitals Coalition. (2021). The Capitals Approach: Integrating Natural, Social, Human, and Economic
Capital into Decision-Making. Capitals Coalition. https://capitalscoalition.org/capitals-approach/
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1. Introduction

This case study explores how Company A integrated impact measurement and valuation
(IMV) into its reward strategy to assess and address living wage gaps across its global
operations. This approach provides a replicable methodology for organisations seeking to
align compensation policies with social impact and regulatory expectations.

The initiative was triggered by multiple drivers: Increasing pressure from sustainability
rating providers, the emergence of the Adequate Wages topic in Company As Double
Materiality Assessment, and broader regulatory shifts under the Corporate Sustainability
Reporting Directive (CSRD) and the German Supply Chain Due Diligence Act (LkSG). At its
core, the case study aimed to understand whether Company As employees earn sufficient
wages to support a decent standard of living, which is an issue often subject to complex
compensation structures and regional variability, which makes it difficult to assess.

A fundamental distinction was drawn between minimum wage and living wage. The
minimum wage is legally mandated and represents the lowest amount employers are
required to pay? In contrast, the living wage reflects the actual cost of living in a specific
location and includes essential needs such as food, housing, education, and healthcare,
among others3, It is not necessarily legally binding, but it is increasingly recognized as a
benchmark for social responsibility, e.g., in sustainability disclosures, such as ESRS.
Company As analysis here focused on living wages by measuring both financial and non-
financial costs of a Living Wage Deficit Impact, the social cost incurred when wages fall
below the living wage threshold, including reduced access to essential services and
increased financial stress.

2. Case Study Informing Reward Policies with IMV

In 2024, Company A applied a targeted,
use-case-driven application of IMV to ‘ ‘
assess and address living wage gaps

. . We have always placed great value on our
across its global operations. The process people, our most important asset. Impact
aimed not only to measure living wage valuation helps us bring this value to the
gaps, but to integrate this information into forefront and enhance transparency around
strategic reward decisions, backed by how we support and invest in our people:
monetized well-being insights. Using a
combination of living wage thresholds and
company-wide wage data, Company A
identified where base salaries fell short of
the defined living wage. The company then quantified both the financial shortfall and the
associated well-being loss, using valuation methods developed with partners such as
consultants, the Value Balancing Alliance (VBA) and International Foundation for Valuing
Impacts (IFVI). The monetary valuation of well-being impacts allowed Company A to
visualize problem areas (e.g., through heat maps), engage local teams, and lay the
groundwork for targeted policy interventions.

Sustainability Manager, Company A

2 See definition International Labour Organization (ILO), Minimum wages: An introduction,
https.//www.ilo.org/topics/wages/minimum-wages/how-define-minimum-wage

3 See definition in Global Living Wage Coalition (2023): What is a Living Wage?,
https:/www.globallivingwage.org/about/what-is-a-living-wage/
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Step 1 - Comparing actual pay data with living wage thresholds: The foundation of the
assessment was a comparison of Company As actual employee wage data with the 2023
Living Wage Dataset, provided by the VBA and Valuing Impact“ The Living Wage Dataset
is adjusted annually to reflect cost-of-living changes in each country. With the updated
2023 VBA & Valuing Impact Living Wage Dataset, which revealed significant increases in
living wages across countries, the assessment discovered living wage gaps affecting
globally 5.9% of the own workforce.

Step 2 - Valuing non-financial effects of

living wage gaps (well-being Lloss):

Beyond the financial cost, Company A ‘ ‘

applied impact valuation techniques to It's not just the wage gap that matters to us in
i _ i i this analysis. It's the well-being loss behind

quantify t.h.e non-financial .eﬁeCtS of paymg those numbers. That's where the real cost for

below a living wage, focusing on the loss in society lies and what immediately caught the

employee well-being. The valuation Executive Team's attention.

translated lower income levels into
measurable reductions in overall quality of
life (such as lack of access to food,
housing, healthcare, etc). These impacts
were monetized using Route2's wellbeing loss valuation factors®, alongside Valuing
Impact's Health Utility of Income (HUI) factors®, a coefficient that quantifies the relationship
between income levels, health and wellbeing outcomes. This approach enabled the
quantification of wellbeing losses associated with the living wage gap. With the data in
place, Company A generated global heatmaps to identify local organisations where the
living wage gap and associated well-being losses were most critical. These heatmaps
served as diagnostic tools, enabling teams to focus efforts where they mattered most. The
assessment revealed that Company A already reduced the total living wage cost by 27%
compared to 2023.

Sustainability Manager, Company A

Step 3 - Investigating individual contexts: Once flagged in the heatmap, local
organisations were examined in detail.
‘ ‘ Company A investigated individual roles,
Impact valuation helped us uncover hidden regional C0§t5| land wage StrlUCtureS ona
gaps - areas where wages appeared local organisation level. This ensured a
accapatle on Bab RO B Mo Heve AUy more context-sensitive interpretation of
captured local realities. It offered a visual . o
overview, like a heat map, highlighting the average country-specific living wage
aspects we hadn't seen before, partly due to data, especially in rural or low-income
our localized setup. :
areas, where wages might be below the
HR Manager, Company A country's average living wage, but still

sufficient to fulfil the living wage in this
specific area.

Step 4 - Driving change with executive engagement and policy adaptation: When the
results, both financial and monetized wage data, were shared with Company As Executive
Management Team, the effect was immediate. Leaders requested further details and
action plans for relevant sites. Some locations initiated targeted adjustments in base salary
as a direct result of the analyses. These insights were integrated into a broader internal

4VBA & Valuing Impact (2023), https://wwwvalue-balancing.com/en/blog-1/publication-of-a-
free-global-living-wages-dataset-for-2023-2024.html

5 See https:/route2.com/

6 See https./wwwyvaluingimpact.com/health-utility-of-income
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agenda, aiming to improve transparency in how wage structures are conducted and
communicated. Company A strives for the integration of living wage into the annual salary
benchmarking reviews targeting that the company fully eliminates below living wage pay.

3. Conclusion

Company As living wage assessment illustrates the strategic value of integrating IMV into
core business decision-making. By translating non-financial outcomes, such as the effects
of inadequate pay on employee well-being, into monetized insights, Company A was able
to make these impacts visible, comparable, and actionable. This approach enabled the
company to identify wage gaps across its global operations, prioritize interventions where
the social cost was highest, and implement targeted salary adjustments as part of a
broader reward strategy.

Beyond addressing immediate wage disparities, the use of IMV fostered internal alignment
around fair pay, enhanced transparency, and strengthened executive engagement in
compensation-related decisions. In parallel, the analysis informs Company As broader
employee well-being agenda, extending beyond wages to include mental, physical, and
career health. The ability to track financial and non-financial outcomes annually also
supports continuous improvement and audit-ready reporting.

Ultimately, this case shows how companies can use IMV not only to assess wage structures
and their respective impacts on employee well-being, but to align compensation with both
corporate values and external expectations. Company As journey offers practical guidance
for any organisation seeking to move from awareness to action on living wages by
embedding transparency and well-being impact into the fabric of remuneration policies.

Acknowledgement: Dr. Michael Verbucheln (VBA), Prashant Singh (VBA)
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Contact us at info@value-balancing.com

Value Balancing Alliance e\V.
Bockenheimer LandstraBe 22
60323 Frankfurt am Main, Germany
Phone: +49 (0)69 153 29 36 - 10


http://www.value-balancing.com/
mailto:info@value-balancing.com

